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Please state your name and business address.
My name is Jason P. Hendricks, and my business address is 2270 LaMontana

Way, Colorado Springs, CO 80919.

By whom are you employed and in what capacity?
I am employed by GVNW Consulting, Inc. (“GVNW™) as a Senior Consultant.
GVNW provides consulting services on a variety of issues to independent

telecommunications companies and their affiliates.

Please describe your educational background and business experience.

I graduated from Penn State with a Bache]o_r of Science degree in Economics
from the University of Wyoming with a Master of Science degree in Economics
(and a specialization in Regulatory Economics), and from the University of

Tllinois, Springfield with a Master of Arts degree in Political Studies.

As an employee of GVNW, I have assisted rural LECs in various capacities on
issues such as access charges, universal service, LNP and tariff filings. 1 have
also assisted rural LECs in cost studies, business development and regulatory
advocacy. 1 have represented GVNW’s rural LEC clients in many ICC

workshops, meetings and proceedings.

Prior to my employment at GVNW, T was employed by the ICC as an Economic

Analyst in the Telecommunications Division. As part of my duties at the ICC, 1
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provided testimony in numerous proceedings implementing the
Telecommunications Act of 1996 (“TA 967). In addition, I reviewed tariff filings
for compliance with state and federal law and led industry workshops to examine
every lllinois Administrative Code Part for consistency with the goals of TA 96. 1
also was involved in the initial LNP workshops held in Illinois in 1997, upon

which many LNP standards were subsequently based.

On whose behalf are you providing testimony in this proceeding?

I am providing testimony on behalf of and in support of the Petition filed by
LaHarpe Telephone Company, Inc. ("LaHarpe™). Our firm has provided
consulting services to LaHarpe in connection with the subject matter of this
proceeding and [ performed the incremental cost analysis regarding the costs to
LaHarpe of providing wireline-to-wireless local number portability based upon
information I have received from the company and others, which I will

subsequently be introducing and discussing in my testimony.

For the record and to providé background, did an Order of the Federal
Communications Commission entered in November, 2003 lead to the filing of the
Petition in this docket requesting a suspension or modification of the Section
251(b)(2) requirements related to the provision of wireline-to-wireless number
portability pursuant to Section 251(f}(2) of the Federal Telecommunications Act?

Yes, that is correct. The FCC on November 10, 2003 in response to a CTIA

Petition For Declaratory Rulings On Wireline-Wireless Porting Issues released a
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Memorandum Opinion and Order and Further Notice of Proposed Rulemaking in
CC Docket No. 95-116. As it pertains to the Top 100 MSAs in the country, the
November 10, 2003 FCC Order concluded, in part, as follows at pafagraph 22:
“We conclude that, as of November 24, 2003, LECs must port numbers to
wireless carriers where the requesting wireless carrier’s “coverage area” overlaps
the geographic location of the rate center in which the customer’s wireline
number is provisioned, provided that the porting-in carrier maintains the numbers

original rate center designation following the port.”

For companies whose service territories are not located within a Top 100 MSA,
the date for a provision of wireline-to-wireless local number portability was
established as the later of six months after receipt of a bona fide request or May
24,2004. The FCC, in a subsequent Order, exterided the November 24, 2003 date
to the later of six months after receipt of a bona fide request or May 24, 2004 for

rural telephone compantes in the Top 100 MSAs, as well.

Is LaHarpe’s service territory located within a Top 100 MSA?

No, it is not.

For the record, please provide a description of LaHarpe and its operations.
LaHarpe is a small telephone company and a facilities-based local exchange
carrier providing local exchange telecommunications services as defined in

Section 13-204 of The Illinois Public Utilities Act (“Act”) subject to the
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jurisdiction of this Commission. LaHarpe provides service in its LaHarpe and
Fountain Green exchanges. As of December 31, 2003, LaHarpe provided service
to approximately 1,058 access lines. LaHarpe’s service area consists of
approximately 120 square miles and is sparsely populated with LaHarpe having

just under nine customer locations per square mile.

Is LaHarpe a “rural telephone company” within the meaning of Section 153(47)
of the Federal Act and Section 51.5 of the Rules of the Federal Communications
Commission?

While I am not an attorney, it is my understanding that LaHarpe is a “rural

telephone company” within the meaning of the Federal Act and the FCC’s Rules.

As a rural telephone company, does LaHarpe possess a “rural exemption” of the
251(c) obligations pursuant to Section 251(f)(1)(A) of the Federal Act?
While once again I am not an attorney, it is my understanding that LaHarpe

possesses a “rural exemption” pursuant to the terms of the Federal Act.

Has LaHarpe received a Section 251{c) bona fide request for interconnection,
services or network elements from any telecommunications carrier?

No, it has not.
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Has any telecommunications carrier requested this Commission to terminate
LaHarpe’s rural exemption pursuant to the provisions of Section 251(f)(1)(B) of
the Federal Act?

No, they have not.

Has any wireline telecommunications carrier requested LaHarpe to provide
number portability?

No, they have not.

Has LaHarpe received correspondence or inquiries from wireless carriers, which
taken into consideration the content of the November 10, 2003 FCC Order, could
be interpreted to be requests for wireline-to-wireless local number portability?
Yes, LaHarpe has received those kinds of documents from Verizon Wireless and
US Cellular. Again while I am not an attorney, I want to note for the record that
the FCC’s November 10, 2003 Order did not amend its pre-existing rules related

to number portability.

Are you attaching to your testimony the correspondence and other documents that
LaHarpe received from wireless carriers?

Yes, I am. The correspondence and other documents that LaHarpe received from
Verizon Wireless and US Cellular are appended to my testimony as LaHarpe

Attachment 2. (Response to Staff Data Request 1.12)
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The above-referenced Staff Data Request asks that LaHarpe detail “all facts”

that suggest correspondence and other documents contained in Attachment 2
“could constitute” requests for wireline-to-wireless local number portability. The
facts are the correspondence and attached documents that constitute Lalarpe
Attachment 2, which on their face appear to be “requests for wireline-to-wireless

local number portability. (Further Response to Staff Data Request 1.12)

Has LaHarpe filed with the FCC a formal challenge against the correspondence
and other documents contained in Attachment 2 as insufficient to constitute bona
fide requests for wireline-to-wireless local number portability?

No. (Response to Staff Data Request 1.13)

Why has I.aHarpe not filed such a challenge or challenges?

Assuming that “challenge” means that LaHarpe would make some filing with

the FCC seeking a ruling that the correspondence and other documents contained
within Attachment 2 do not constitute a bona fide request for wireline-to-wireless
local number portability, LaHarpe has been advised by counsel that such a filing
would not be proper or prudent at this time. (Further Response to Staff Data

Request 1.13)

Does Verizon Wireless and/or US Cellular have a point of interconnection in
LaHarpe’s serving territory or numbering resources from LaHarpe at the time this

testimony 1s being filed?
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No, they do not.

Does any wireless carrier have a point of interconnection within LaHarpe’s
serving territory or numbering resources from LaHarpe at the time this
testimony is being filed?

No.

As a practical matter, what is the consequence of a wireless carrier not having a
point of interconnection or numbering resources within the serving territory or
exchange from which a number is ported?

It is my understanding that as a practical matter it means that a call to such a
ported number from another LaHarpe customer would have to be routed to a
location or a point of interconnection outside of LaHarpe serving territory where
the wireless carrier does have a point of interconnection. The routing of a call to
a location outside of LaHarpe’s local calling area would normally lead to such a

call being rated as an interexchange call or toll call.

Is LaHarpe requesting that this Commission make a determination in this docket
as to whether the correspondence and documents received from Verizon Wireless,
or any similar documents that may subsequently be received from other wireless
carriers, constitute a bona fide or specific request for wireline-to-wireless number

portability in accordance with the FCC’s rules?
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No, we are not. LaHarpe is requesting that in the final Order entered in this

docket that the Commission grant LaHarpe a suspension or modification of the
wireline-to-wireless local number portability requirements of Section 251(b)(2)
pursuant to Section 251(f)(2) of the Federal Act to Noverﬁber 24, 2006. Inour

opinion, the focus of the proceeding should be on that request for relief.

Are you familiar with the wireline-to-wireless local number portability suspension
dockets imtiated earlier by the five Illinois small companies who have a presence

in the St. Louis MSA, which is a Top 100 MSA?

Yes, [ am, as is the management personnel at LaHarpe.

For the record, would you please indicate the five companies and dockets that
were involved in those earlier wireline-to-wireless local number portability
suspension requests.

The Petition of Madison Telephone Company was heard in Docket No. 03-0730.
The Petition of Egyptian Telephone Cooperative Association was heard in Docket
No. 03-0726. The Petition of Harrisonville Telephone Company was heard in
Docket No. 03-0731. The Petition of Alhambra-Grantfork Telephone Company
was heard in Docket No. 03-0732, and the Petition of Home Telephone Company

was heard in Docket No. 03-0733.

In addition to having discussions with representatives and counsel for some of

those companies, 1 reviewed the Direct and Rebuttal Testimony, including the
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cost analysis submiited into the record, on behalf of Madison Telephone
Company in Docket No. 03-0730. I also reviewed the testimony submitted by the
Staff in that docket, and in particular, the testimony of Staff witnesses Jeffrey
Hoagg concerning policy issues and the Staff’s ultimate recommendations in that
docket and the testimony of Robert Koch commenting on and responding to the

incremental cost analysis submitted by Madison in that docket.

Finally, I reviewed the transcript from the hearing held on February 23, 2004 in
the Madison docket, including the supplemental oral testimony submitted by
Michael Guffy on behalf of Madison and by Jeffrey Hoagg on behalf of the Staff
concerning Madison’s and the Staff’s final recommendations to the Commission
with regard to the requested suspension. I also reviewed the questions posed by
the Administrative Law Judge to Mr. Guffy and to Mr. Hoagg and their respective
responses. It is my understanding that the record in the other four dockets are
quite similar and the ultimate recommendations of the respective companies and
the Staff with regard to the duration of a suspension is the same in each of those

other dockets.

Have you also had discussions with representatives of other small companies who
have more recently filed Petitions with the Commission requesting similar relief
to what is being sought by LaHarpe with regard to wireline-to-wireless number

portability?

10
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Yes, I have. In light of LaHarpe’s and all of the other small companies” lack of
experience in providing local number portability and our limited resources, we
have relied not only on the efforts of the five companics who had initially filed,
but the experience of other companies and their consultants and advisors in
pooling information and making certain that we are all correctly identifying the
activities and costs involved in the provision of wireline-to-wireless local number
portability. To the extent we have made estimates or assumptions concerning
certain of the costs, we have, in part, used the information available from the
other dockets, taking into account the Staff’s response as well as LaHarpe’s
specific information in developing the appropriate estimates or assumptions. We
have also relied upon information provided to us and other carriers who have
previously or are now seeking suspensions and from vendors and Associations
with expertise in the area and from the National Exchange Carriers Association

(NECA).

With regard to LaHarpe’s request for a suspension or modification of any
obligation it may have to provide wireline-to-wireless number portability, please
describe LaHarpe’s basic position.

It is LaHarpe’s position that a small company, such as LaHarpe, should not be
required to provide wireline-to-wireless local number portability within its
sei'ving area until such time as operational and administrative problems associated
with its provision have been worked out on a more global basis by the larger

incumbent local exchange carriers, such as SBC, and the large wireless carriers

i1
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requesting number portability. Companies such as SBC have been providing
some type of local number portability for a number of years. Those companies
have already made the incremental investments to provide local number
portability and have trained employees and have had ongoing business experience
in the provision of at least some type of local number portability. LaHarpe has
not had the obligation to provide any type of number portability, and thercfore,
has not incurred the incremental costs nor does it have the background and
experience in the provision of any type of local number portability. In LaHarpe’s
view, from a policy and industry perspective, this would appear to be similar to
the situation when customers were initially allowéd to presubscribe to
interexchange carriers. Presubscription was initially implemented by the large
carriers, such as the RBOCs; and the operational, administrative and other
difficulties associated with presubscription were worked out over a period of time
between those large incumbent local exchange carriers and the large
interexchange carriers, such as AT&T, MCI and Sprint. In connection with
determinations related to the Primary Toll Carrier Plan in Illinois, this
Commission provided a different and subsequent timetable of presubscription for
small companies, such as LaHarpe, after experience had been gained from the

larger companies.

Second, it is LaHarpe’s position that it should in no event be required to provide
wireline-to-wireless local number portability until such time as regulatory

decisions have been made and mechanisms put in place that will allow LaHarpe
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to recover all of its costs, not just some of its costs, associated with the provision
of wireline-to-wireless local number portability. The FCC’s Orders to date,
including the November, 2003 Order, fail to address how the cost of transporting
calls to wireless points of interconnection outside of the incumbent local
exchange carriers’ serving area and associated transiting or tandem switching
costs, will be recovered. While it is LaHarpe’s belief that tﬁose costs should not
be borne by LaHarpe or its customers, no regulatory decision by the FCC or this
Commission has been made as to how those costs will be recovered and

mechanisms put in place to allow for such recovery.

Third, the evidence I will be submitting will demonstrate that the additional or
marginal costs to LaHarpe of providing wireline-to-wireless number portability
are significant for a company of LaHarpe’s size and would be unduly
economically burdensome upon the company and its end user customers. The
evidence will show that although LaHarpe does not believe all of the incremental
costs of providing wireline-to-wireless local number portability should be borne
by its customers, that lacking regulatory determinations that the costs may be
recovered in some other manner, recovery of those costs from LaHarpe’s end user
customers would have a significant adverse economic impact upon them. The
granting of a suspension or modification is not only consistent with the statutory
criteria of Section 251(£)(2)(A) but would also be consistent with the public

interest, convenience and necessity.
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Finally and related to the above, it is LaHarpe’s position that a small company,
such as LaHarpe, should not be required to provide wireline-to-wireless local
number portability until there is a demonstrated desire or demand for that service
from our customers. Staff witness Hoagg, in the dockets regarding Madison’s
request and the requests of the other four companies, submitted testimony that
indicated there were extremely low “take rates” by both Verizon subscribers
(.02% in January, 2004) and by SBC customers throﬁghout its Midwest Region of
.017%. LaHarpe sees no evidence that there is any significant demand for
wireline-to-wireless number portability within its serving area. Up until this time,
LaHarpe has not received any requests from customers that want to port their
wireline number to their wireless service. LaHarpe would be willing to provide
the service at such time as there is a demonstrated demand from our customers for
the service together with a willingness by all of LaHarpe’s customers to pay for
the service. However, it is LaHarpe’s position that LaHarpe should not be
required to provide the service until such a demand is demonstrated, since the
adverse economic impact on LaHarpe’s customers to recover from them the
incremental costs associated with the provision of the service would be even more

contrary to the public interest if there was little or no demand for the service.

Identify and describe in detail LaHarpe’s efforts to determine its customers’
demand for wireline-to-wireless local number portability.
I.aHarpe has determined from its service representatives that they have received

no inquiries from customers asking about wireline-to-wireless number portability.
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LaHarpe is a very small company and has not undertaken any official inquiry or
survey from its customers at this time. However, as a small company, LaHarpe
is very familiar with its customer base and sees no evidence that there is any
reason to believe that there will be any significant demand for wireline-to-
wireless number portability within its serving arca. (Response to Staff Data

Request 1.14)

Please provide a general description of what LaHarpe would be required to do
and the types of costs that would be incurred by LaHarpe to provide wireline-to-
wireless number portability in its serving area.

LaHarpe has a Nortel DMS-10 host switch located in its LaHarpe exchange with a
remote in its Fountain Green exchange. The current generic sofiware in the
LaHarpe switch will accommodate number portability and the capability has been
“loaded.”. However, Nortel personnel would also need to make translations in the

switch and perform testing and venification.

LaHarpe would need to file an application with NPAC and sign agreements to
access the NPAC Service Management System (SMS). LaHarpe would need to
decide whether to enter into an agreement with a vendor to provide local number
portability Service Order Administration (SOA) services. There will be costs
assoctated with accessing the SMS and costs associated with the SOA process.
Since calls to ported numbers would need to have a LNP data base dip in

connection with the provision of number portability, L.aHarpe would need to enter
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into an agreement with an LNP database provider which would include the query
charges. There would need to be additional coordination and testing, including
testing with any wireless carrier desiring wireline-to-wireless local number
portability. The various agreements that LaHarpe would need to enter into would
need to be dealt with and reviewed by legal counsel prior to the implementation of

local number portability.

Query costs will be incurred on a going-forward basis when a LaHarpe
customer calls a number that has been ported. Administrative, order processing,
customer service, regulatory and legal costs will be incurred by LaHarpe in
connection with any requirement to implement and provide wireline-to-wireless
local number portability. In addition, appropriate training of technical personnel

would need to occur as well as appropriate training of other LaHarpe personnel.

Customer education efforts will have to be undertaken, not only in connection
with any initial offering of wireline-to-wireless number portability, but on an

ongoing basis, as well. There will be ongoing operational and technical costs
involved in the provision of local number portability associated with potential

technical trouble resolution.

In addition, there are the transport and transiting costs, which [ will be discussing

subsequently in my testimony. The above is a very general and broad description

of the types of activities and costs that LaHarpe would incur.
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If LaHarpe were to be required to implement wireline-to-wireless local number
portability, what is your understanding as to how a LaHarpe landline customer
call to a LaHarpe number that had been ported to a wireless carrier would be
delivered to the wireless carrier?

The FCC’s Orders and Rules as they now stand do not require a wireless carrier to
have a point of presence within LaHarpe’s area nor do they require the wireless
carrier to establish direct trunks to LaHarpe for the purpose of delivering cails.
Since no wireless carrier has a point of interconnection or numbering resources in
LaHarpe’s serving area, LaHarpe believes, based upon the FCC’s current
requirements, that all calls from LaHarpe wireline customers to a LaHarpe
customer, who had ported his/her number to a wireless carrier, would have to be
transported to the tandem that LaHarpe’s office subtends for delivery to the
wireless carrier. The LaHarpe exchange subtends the Verizon tandem in
Macomb, Illinois, and therefore, calls to numbers ported in those exchanges to
wireless carriers would have to be delivered to the Verizon tandem in Macomb

for delivery to the wireless carrier.

Based upon our understanding and based upon the information that small
company representatives have obtained regarding Verizon, it is my belief that
initially common transport facilities provided by both LaHarpe and Verizon
would be used to transport calls to the Verizon tandem and that tandem switching

facilities provided by Verizon would need to be used to transit the call to a
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particular wireless carrier. In the cost analysis I will be presenting, I have
estimated the transport and transiting costs based upon the rate elements and rates
that we understand Verizon would charge and LaHarpe’s access rates for

transport for the calls that would need to be delivered to the Macomb tandem.

So the record is clear, is it your understanding that neither the FCC, nor this
Commission, has to-date determined the responsibility for the payment of those
types of costs and any associated intercarrier compensation for the transport of
calls nor has a determination been made as to how those costs should be
recovered?

That is correct. It is my understanding that neither the FCC, nor this Commission,
has to-date determined the responsibility for those costs or how they are to be

recovered.

Does LalHarpe believe that the company, and ultimately 1ts end user customers,
should be responsible for those transport, transiting and related costs?

No. We believe those costs should not be the responsibility of LaHarpe and/or its
end user customers. However, at this point in time and for the purpose of
projecting the estimated costs involved in the provision of wireline-to-wireless
local number portability, we have had no choice but to assume the worst case
scenario in which LaHarpe would be responsible for the costs of delivering those

calls to the wireless carrier and ultimately recovering those costs from our end

user customers. As I stated earlier in my testimony, it is LaHarpe’s more basic
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position that we should not be required to provide wireline-to-wireless number
portability until such time as deterrmnations have been made as to how the
transport and transiting costs are to be recovered and mechanisms are in place that

will allow LaHarpe to recover these costs.

Has LaHarpe attempted to estimate the costs that would be involved for LaHarpe
to provide wireline-to-wireless local number portability, aﬁd in turn, the potential
amount that would have to be recovered from each of LaHarpe’s customers per
month to recover those costs?

Yes, we have. While certain of the costs are based upon information we have
received from vendors, we have had to estimate a number of the incremental costs
and make certain assumptions regarding the quantity of numbers that would be
ported and the traffic to those numbers from other LaHarpe customers. As a
result, the analysis I am providing is what I would characterize as LaHarpe’s “best
estimate” of the costs involved and the potential amount that would have to be

recovered from LaHarpe’s customers.

What model or methodology have you used in preparing the costs estimate?

The FCC has had rules in place for some time regarding local number portability
cost recovery for landline-to-landline number portability pursuant to which a
federal end user surcharge could be tariffed and filed for that cost recovery.
Those rules contain certain investment costs and certain ongoing expenses to be

recovered via an end user surcharge to be in place for a five year period of time.
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Present value calculations are involved in establishing the surcharge. We have

used that type of methodology in order to estimate the costs over a five year

period of time and the amount of a potential customer surcharge. We have

inciuded all of the incremental costs that LaHarpe believes would be mcurred.

Does the FCC’s methodology address the recovery of the transport and transiting
costs you previously discussed?

No, it does not. As I previously indicated, no determination has been made by the
FCC, nor this Commission, concerning the recovery of those costs. However, for
the reasons I previously stated, we have estimated the amount of those costs over
a five year period of time and included them within the calculations, since under a

worst case scenario, they would have to be recovered from LaHarpe’s end users.

While we have used the FCC methodology, the purpose was not to establish the
amount that could be recovered under the FCC’s Rules but rather the amount,
which in some fashion whether it be through surcharges or increases in basic

rates, would have to be recovered from LaHarpe’s end user customers.

Has LaHarpe used a particular model in making its costs estimates?
Yes, we have. Qur model is based on cost support filed and approved by the
National Exchange Carriers Association (NECA) in a local number portability

filing, which they made with the FCC in NECA’s Transmittal #956. The NECA
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model has been used by individual companies to file their federal surcharges, and

as a result, we felt it was appropriate for use.

I would like to note that this is the same model that was used by Madison and the
other four companies in the prior LNP suspension filings and reviewed by the

Commission Staff.

So that the record is clear, is LaHarpe requesting this Commission to approve the
cost estimates it is submitting as its incremental costs of providing wireline-to-
wireless local number portability?

No, we are not. The estimates are being submitted to provide the Commission the
best cstimates we have of the mcremental costs LaHarpe would incur and the
estimated amounts LaHarpe would have to recover from its customers if LaHarpe
were required to provide wireline-to-wireless local number portability at this time.
The information is also submitted in light of the statutory criteria contained in
Section 251(f)(2) of the Federal Act pursuant to which LaHarpe is seeking a
further suspension or modification of the wireline-to-wireless local number

portability requirements.
For a similar reason, would you indicate for the record whether LaHarpe 1s

requesting that the Commission approve any type of end user surcharge, or

increased customer rate, connected with the provision of wireline-to-wireless
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local number portability or find that any such amount is appropriate to be
recovered under the federal surcharge.

No, we are not. The information is being presented for the reasons I previously
indicated, and most specifically, not to ask that the Commission approve some
type of end user rate increase and/or surcharge or find that a surcharge amount is

appropriate if tariffed at the federal level.

For the record, please identify Attachment 1 to LaHarpe Exhibat 1.

Attachment 1 is LaHarpe’s exhibit estimating the total costs to LaHarpe of
providing wireline-to-wireless local number portability. Attachment 1 is five
(5)pages in length. The first page of the Attachment entitled “T.aHarpe Telephone
Company Local Number Portability Data Summary” sets forth the total costs tﬁat
LaHarpe has projected as I previously described. As can be seen from looking at
that page of the exhibit, there are initial local number portability start-up costs,
both in the Investments and Expenses categories and then certain ongoing

expenses over the five year period of time. After applying present value factors,

the cost 1s $103,075.

As shown at the bottom right-hand corner of that page of the Attachment,
LaHarpe would have to recover $2.31 per month from each access line either by
means of a surcharge or a rate increase to recover the costs as described. Itis

LaHarpe’s position that the Commission should find that a further suspension or

modification of any obligation LaHarpe may have to provide wireline-to-wireless
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local number portability is necessary to avoid a significant adverse economic
impact on LaHarpe’s customers or to avoid imposing a requirement that is unduly
economically burdensome on LaHarpe and that the granting of such further

suspension is consistent with the public interest, convenience and necessity.

The remaining pages of Attachment 1 contain schedules and information of a
back-up or workpaper nature while those materials might not normally be
submitted into the record or provided initially. In light of the time constraints of
the proceeding, we have included those materials so they would be available to

the Staff and the Administrative Law Judge at the carliest possible time.

I am now going to ask you questions concerning each of the line items on page 1
of Attachment 1. What is the basis for the $3,000 cost for switch translations?
Nortel has indicated that the cost of translations for LaHarpe’s host switch would
be $3,000. That quoted number has been used. At this point in time, LaHarpe
intends to rely upon Noriel personnel to perform those translations and the
associated testing and verification functions. If LaHarpe subsequently determines
that additional personnel are needed to be involved in the testing and verification

process, we would have underestimated LaHarpe’s costs.

Are the query and transport and transit expenses you have estimated and which

are included on the first page of Attachment 1 related to or driven by demand?
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Yes, they are. As a result, we have had to make an assumption or estimate of the
number of customers who would potentially port to a wireless carrier and the
volume and duration of the calls from other LaHarpe customers to those ported
numbers. As I indicated previously in my testimony, it is LaHarpe’s belicf that
there would be little, if any, demand for wireline-to-wireless number portability
by our customers. We have discussed the potential demand with other companies
and advisors and have reviewed the demand estimates made by Madison and the
other small companies in the dockets that were previously heard. We have
decided that the estimates used by Madison and the other small companies in the
other dockets {which have already been reviewed by the Staff) are reasonable, and

we are using the same estimates.

The estimate contained in the exhibit and which we are making for this
proceeding is that 6% of LaHarpe’s access lines would port to a wireless carrier
in the first year we implement wireline-to-wireless number portability and that
1% more would port in each of the second, third, fourth and fifth years so that by

the end of the fifth year, 10% would have ported.

We then examined LaHarpe’s internal data concerning originating and
terminating minutes of use for local calls made by LaHarpe’s customers and the
average call duration for local calls. Using this data and with the assumption that
all of the customers who ported to a wireless carrier were typical with regard to

the volume and duration of calls they would receive and would be the same as our
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average customer, we projected the number of calls and minutes of use that would
need to be queried, transported and transited to wireless carriers over the five year
time horizon. This information was then used in estimating both the query

expenses and the transport and transiting expenses. -

Taking into account your previous response, how was the amount of the query
expense over the five years determined?

Based upon discussions we have had, it is our current understanding that LaHarpe
would put triggers into its switch that would result in only calls to ported numbers
being required to be queried. The rate per query dip has been obtained from a
vendor and the projected demand was developed as described above. Based upon

our present understanding, the query expense is relatively minimal.

Please describe the estimates included for transport and transit.

Differing from the query expense, the transport and transit costs are more
significant. As Iindicated earlier, we have used the rates and rate elements that
we understand Verizon would charge and LaHarpe’s access rates for the transport
and transiting of calls to Verizon's Macomb tandem for delivery to wireless
carriers. Like the query costs, the transport and transit costs grow from year to
year based upon the estimates of how many customers will have ported their
numbers to wireless carriers in each of the first five years. The query and

transport and transiting costs, as well as many of the other expenses, would
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continue on and could potentially grow beyond the five year time horizon

included within the exhibit.

If a higher number of customers port to wireless carriers than you have projected

in your estimates, what would be in the impact on the estimates you are

‘presenting?

If a higher number of customers port resulted in higher call volumes, we will have
underestimated both transport and transit costs, as well as the query costs.
LaHarpe would also have fewer access lines over which to recover any costs,

and the costs per subscriber per month would be higher than that reflecied on

Attachment 1.

If on the other hand LaHarpe’s belief is correct that there is little or no demand
for wireline-to-wireless number portability, what would be the 1impact?

If that is correct, we would have overestimated variable costs, such as transport
and transit and query charges. However, the initial start-up investments and
expenses would remain as well as certain ongoing expenses. In LaHarpe’s view,
until there is a proven demand, those expenses and investments should not be
incurred and they would, in fact, in some ways be even more unfair and
burdensome on LaHarpe’s customers to make them pay for the costs for a service

(although the costs would be lower), which they do not desire.
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Please comment on the expense line labeled “regulatory/legal/admin/order
processing’ .

Based upon our discussions with counsel and other small companies, we would
estimate an initial or start-up legal and regulatory costs in the amount of $20,000.
The estimate includes estimated fees from consultants and attorneys to negotiate
service level agreements with wireless carriers, develop and file LNP tariffs, file
company information with NeuStar and in the BIRRDS/LERG databases,
evaluate query and SOA providers, implement regulatory-compliant 911 methods,
and understand all regulatory requirements associated with intermodal LNP. The

100 estimated regulatory/legal hours may be conservative considering that

~ LaHarpe does not have employees that are devoted to regulatory matters and that

they outsource most regulatory work to consultants and attorneys.

With regard to ongoing administrative expenses, the estimates are based upon
information received from GVNW, who LaHarpe woulci use for LNP
administrative services. A $2,000 annual fee must be paid to GVNW for those
services, together with a per port fee charge of $2.00. That portion of the annual
expenses for years 1-5 reflect those charges being assessed against the numbers

that are ported within a particular year.

Please explain the “Employee Education” expense, which you have included on

the Attachment.
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Nortel is providing technical training with regard to local number portability.
Attached to my Testimony as Attachment 3 is a copy of Nortel matertals
described in the training courses they are recommending for technical personnel
in regard to local number portability. The price of those courses, based upon
Nortel's quote, is $3,100 per employee. (LaHarpe’s employees have already
taken the prerequisite courses required for the LNP course.) LaHarpe plans to
have two technical employees receive the training from Nortel in regard to local
number portability.

We have also included training for non-technical employees at a cost of $300 per
employee. Six employees would be trained prior to any implementation of
wireline-to-wireless local number portability at an estimated cost of $1,800. We
provided for ongoing training during the five year period at a cost of $300 per

year.

Please discuss the line item entitled “Technical Trouble”, which I understand
includes technical support to implement the local number portability process and
would involve ongoing operational or technical issues related to the provision of -
local number portability.

This is an estimate, based upon LaHarpe's experience with similar issues and
services, and our discussions with other small company representatives
concerning these type of costs. We have projected total technician time and

estimated labor rates over the entire five year period and then spread the cost, in
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part, between start-up costs with the remaining amounts being incurred over each

of the five years.

Please provide the basis for the estimated costs related to “customer education”.
If LaHarpe were required to implement wireline-to-wireless number portability, it
is the view of LaHarpe’s management that there would need to be at least two
customer education mailing pieces prior to its implementation and that LaHarpe
would then need to have two ongoing mailings for customer education purposes
cach year. Based upon the costs of previous pre-prepared mail pieces and our
discussions with other companies, LaHarpe is estimating that the costs of a
mailing to each customer is 75¢ per mailing, which once again would occur twice
each year. In looking at page 1 of Attachment 1, you can see that costs decline
per year because of our assumption that we would have fewer access lines as time
goes by as a result of certain customers porting their numbers to wireless carriers,

as previously discussed.

Describe in detail the type of customer education LaHarpe proposes to undertake.
Since LaHarpe is secking a suspension of any obligation it may have to provide
wireline-to-wireless local number portability, specific customer information
pieces have not, as yet, been developed. However, as indicated in my prior
answer, the Company intends to send out customer education mailing pieces prior

to any time it is to implement wireline-to-wireless local number portability and to
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continue that education process with follow-up mailings that the Company

believes to be necessary. (Response to Staff Data Request 1.19)

Describe the purpose and content of the customer education that LaHarpe intends
to provide.

Once again, since the Company is seeking a suspension of any obligation it may
have to provide wireline-to-wireless number portability, the specific content of
any customer education pieces has not been developed at this time. The Company
would intend to get informational pieces perhaps developed by larger companies
and provided to their customers for use in developing appropriate mailing pieces.
The purpose of the customer educatiorn would be first and foremost to provide
information concerning what wireline-to-wireless number portability is and to
provide information to the customer concerning what steps they would need to
take if they desired to port their landline number to a wireless telephone. Once
again, LaHarpe, as a small company, intends to rely upon information developed
by larger companies, trade associations, etc. in developing appropriate customer
education pieces should they become necessary. (Further Response to Staff Data

Request 1.19)

Am I correct that present value calculations were performed as reflected on page
1 of Attachment 1?7

Yes, that is correct.
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Does that complete your discussion of Attachment 1 and LaHarpe’s estimates of
the incremental costs involved to it and the potential amounts that would need to
be recovered from LaHarpe’s customers if required to implement wireline-to-
wireless number portability?

Yes, it does. I should emphasize that the cost estimétes are based upon what is
known today and take into account the estimates and assumptions we have made.
Other companies may be able to include additional estimated costs, which I have
not included within the LaHarpe exhibit, and to that extent, the estimated costs

contained in Attachment 1 may well be low.

In regard to the relief that LaHarpe is seeking in this proceeding, is LaHarpe
asking the Commission to enter an Order in this docket permanently suspending
any obligation that LaHarpe may have to provide wireline-to-wireless local
number portability?

No, LaHarpe is not.

Please describe the relief that LaHarpe 1s requesting.

LaHarpe is requesting a suspension of any obligation it may have to provide
wireline-to-wireless local number portability for a period of 2% years or 30
months from May 24, 2004 to November 24, 2006. That is the length of
suspension that both individual small companies and the Staff have recommended

in the five proceedings that were previously heard and which [ have referenced in
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725 my testimony. After reviewing the testimony and transcripts in those proceedings

726 and discussing the same with LaHarpe’s management and its advisors, LaHarpe
727 believes that the recommendations made by both the companies and the Staff in
728 those proceedings are not only reasonable but are reflective of LaHarpe’s

729 situation, as well.

730

731 Q. Does that conclude your direct testimony?

732 Al Yes, it does.
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LaHarpe Telephone Company

LOCAL NUMBER PORTABILITY DATA SUMMARY
Total LNP
Initial LNP Cost
Start-Up Cost Year 1 Year 2 Year 3 Year 4 Year 5 Projections
INVESTMENTS
LNP Software $ - $ - $ - $ - $ - $ - $ -
0SS $ - 3 - $ - $ - $ - 3 - $ -
Voice Announcements 3 - | % - 1% - $ - |3 - % - 1% -
Switch Translations $ 3000 % - 5 - 5 - 3 - 5 - $ 3,000
LNP Hardware $ - $ - $ - $ - $ - $ - $ L -
LNP Transport Hardware $ - |3 E - 18 - 1% - 13 - % -
$ - $ - $ - 3 - $ - 3 - $ -
$ - 3 - $ - $ - 3 - 5 - $ -
EXPENSES
Query $ - 3 521 % 61| % 691§ 7818 86| % 346
Transport and Transit $ - $ 78051% 0106 |$ 10407{$ 11,708 (% 13008 % 52,036
Regulatory/Legal/Admin/Qrder Processing $ 20,000t % 213213 2022 (% 2022 % 2022 % 2,022 % 30,219
Employee Education $ 80001 % 300 | % 300 | % 3001 % 3001 8% 3001($ 9,500
Technical Trouble [3 500018 3,750 | $ 3750 % 3750 | % 3,750 1 % 375018 23,750
Customer Education $ 1,646 | $ 1,547 | § 153045 % 1,514 | $ 1,497 | $ 1481 [ % 9,215
Sub-Totals $ 37646 | § 15586 (% 16769 (% 18062|S% 19355|% 20648} % 128,066
Present Value Factors 100.0000% 89.8876% 80.7979% 72.6273% 65.2830% 58.6813%
Present Value Total Cost Projections $ 37646 (% 14010|$ 13549 |$ 13118 |$ 12636 % 12,1171% 103,075
Access Lines 743
Months 60
Annual Expense per subscriber per month $ a3

LaHarpe Exhibit 1.0

Attachment 1
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LaHarpe Exhibit 1.0

LaHarpe Telephone Company Attachment 1

|-CO Data

PBX Lines

ISDN-PRI Lines

Other Access Lines

Equipped Lines

Local MOU- Tandem 1

Local MOU- Tandem 2

Number of Employeees

Number of End Offices Requiring Translations

RIC

Tandem Switched Transport

Tandem 1 Transiting Rates

Tandem Switching

Tandem Transport

Tandem Transport Facility

Tandem 2 Transiting Rates
Tandem Transiting

Tandem Transport

Tandem Transport Facility

Assumptions
Average Holding Time Per Local Call

LNP Query Charge

Present Value Factor, Year 1

Present Value Factor, Year 2

Present Value Factor, Year 3

Present Value Factor, Year 4

Present Value Factor, Year 5

Wireless Penetration, Year 1

Wireless Penetration, Year 2

Wireless Penetration, Year 3

Wireless Penetration, Year 4

Wireless Penetration, Year 5

Regultatory/Legal Fee Per Hour

Regulatory/Legal Hours, Year Zero

Customer Education, Cost Per Mailing

Customer Education, Number of Mailings Per Year

Employee Education, Cost Per Employee

Employee Education, Number Of Employees Per Year, 1-5

Cost Per Translation Per Office

Technical Cost Per Hour

Technical Hours, Year Zero

Technical Hours Per Year, 1-5

LNP Adminstration, Annual Fee

LNP Port Fee Per Ported Number

Software Cost Per Wired Line

Number of Employees Needing Technical Training

Cost Per Technical Training Per Employee




4a. |
4b.
4c.
4d,

5a.
5b.
5c.
5d.

6a.
6b.
6c¢.
6d.

LOCAL NUMBER PORTABILITY DATA
FOR DEVELOPMENT OF LNP END USER AND QUERY CHARGES

COMPANY NAME

STUDY AREA NUMBER LaHarpe Exhibit 1.0
Attachment 1
AVERAGE MONTHLY LINES YEAR
0 (Current) 1 2 3 4 5
PBX Q 0 0 0 0 0
ISDN-PRI 0 0 0 0 0 0
Other (Sum of Residential, Single Line
i iline Busi Cent 1,020 1,009 998 987

Business, Multil

INVESTMENTS YEAR
0 (Current) o1 2 3 4 5
Software Upgrades Total:
(Please also itemize below, and provide
descriptions in the right-most column) $3,000 $0 $0 $0 $0 $0
T iy m—— el oL
5§ ‘;;Ei't;ﬁ'*”: i il i .
Ml e T T e e
$3,000
Hardware & Other (Please list itemns helow)
g '
Ol s 0
EXPENSES {Maintenance etc.) YEAR
Please list items below 0 (Current) 1 2 3 4 5
Regulatory/Ledal/admin/Ord ] ' $20,000 $2,132 $2,022 $2,022 $2,022 $2,022
' Oy i $8,000 $300 $300 $300 $300 $300
$5,000 $3,750 $3,750 $3,750 $3,750 83,750
1% 1646 1 % 1,547 1830| § 1,514 | § 1497 | & 1,481



